The following article contributes to the discussion on the issue of the interference of legal regulations on the procedure of real estate appraisal, which is as an economic activity. A special dose of attention is drawn to the selection of the research area of the real estate market. Legal regulations referring to this selection as well as, economic factors based on the preferences of buyers have been described.
Introduction
Analysis of the real estate market is an essential component of any appraisal. The most commonly desired type of value is market value (MSW, 2005) , which in Polish legislation has been defined in the Real Estate Act (1997) and in the Universal National Appraisal Principles (UNAP 1). The essence of market value is the search for value as a price hypothesis, understood to be the most probable price, which is typically the most frequently occurring price possible to obtain in market transaction on the day of the appraisal (KUCHARSKA-STASIAK, 2011) . The Real Estate Management Act (1997) also indicates the need to base the appraisal process on transaction prices. In a comparative approach, the basis for determining market value is the market evidence acquired from the sale of similar properties.
It is thus necessary to analyze deeds, and the scope of this analysis depends, among others, on the type and location of the property, the purpose and method of appraisal, and the available data on prices and features of similar properties. The spatial range of the analysis, i.e., the market research www.versita.com/remv vol. 21, no. 3, 2013 area, will stem from the state of its development; often, the less developed it is, the greater the spatial coverage. At the same time, the legal regulations dealing with real estate management have not defined the concepts of a local or regional market, and the Directive on property appraisal and appraisal preparation (2004) in & 26 gave the property expert discretion regarding market area selection. However, judicature in this area has developed a definition of the concepts of a local and regional market, bringing them to the administrative boundaries of cities, communes, counties, and provinces.
The aim of the article is to attempt to answer the following questions: -should legal or economic conditioning be the determinant of market area selection? -what implication do the legal interpretations of a "local" and "regional" real estate market have on the appraisal process? In practice, this is a very important issue since, based on well-established judicature, a usability test of proof, such as an appraisal report, is conducted in administrative proceedings, for example, for the purposes of making an administrative decision on the amount of compensation awarded for a property seized by law for a public purpose (i.a., a road). Also, judicial decisions relating to the definition of "local and regional markets" became the basis for forming an opinion on the correctness of the compiled appraisal reports.
The need to determine the proper selection of the market area and the choice of comparable markets in a situation when there is a lack of information on transactions of similar objects on a specific market has already been pointed out by BEŁEJ and CELLMER (2007) , who proposed the concept of assessing the scale of similarity of local real estate markets by using statistical inference procedures derived from multidimensional exploration techniques and nonparametric methods. This approach, though a good tool for searching for similarities in markets in different cities and provinces, seems unreliable in studies conducted in a single urban area because the economic indicators of a large city are hardly comparable to those of small neighboring municipalities, which are strongly associated with the city. This paper poses the research thesis that the limits of the impact of some segments of real estate markets do not match the administrative boundaries of cities, municipalities and counties.
Legal aspects of the selection of the market area
As mentioned above, neither the provisions of the Real Estate Act (1997) nor the provisions of the Directive (2004) define the terms "local market" and "regional market". Judicial decisions formed the view that to define these terms it may be helpful to use the regulations contained in the system acts of self-governments (Department of Jurisprudence I ... 2012). Art. 6 s. 1, art. 7 s. 1 p. 4 of the Local Government Act (1990) and art. 1 of the Voivodship Authorities Act (1998) show that the word "local" includes the territory of the municipality and the county and "regional" -the area of the region (ruling of the Administrative Court in Warsaw of 29 October 2008. I SA/Wa 1204/08). This stand was supported in a number of other rulings made by Regional Administrative Courts (i.e., the ruling of the Administrative Court in Wrocław on 7 April 2009, II SA / Wr 537/08 and the ruling of the Administrative Court in Bydgoszcz on 26 October 2009, II SA / Bd 626 / 09).
The situation becomes more complicated when dealing with the appraisal of real estate located in the suburban area of the city, the location of which administratively belongs to the commune but which, functionally and spatially-speaking, is associated with the city. Such cases are numerous in Poland and, moreover, it is possible to identify districts (even with the same name) with some parts located within the city and others within the commune. The above mentioned rulings indicate that, for real estate in a suburban area, the premises of the municipality and county form its local market, while the city market, as part of an independent city district, is a regional market in relation to such a property. In preparing the appraisal, an expert must carry out an analysis of the real estate market, the scope of which is crucial for the appraisal process. Analyzing the regulations of & 26 of the Directive (2004), the sales on the local real estate market (commune and county) are surely the first to be analyzed and only in the case of a lack of transactions can one accept transaction prices or rates of rent acquired for similar properties on the regional or domestic market.
It is in the suburban areas that a bizarre situation exists, i.e., in the case of an appraisal in locations strongly associated with the city, which are considered to be very attractive, one should refer to the commune and county markets, not to the nearby city's market, including districts in the direct neighborhood. Such thinking is rapidly becoming used by administrative procedure parties who, www.versita.com/remv vol. 21, no, 3, 2013 dissatisfied with the value specified in the report, file complaints with appropriate bodies by means of appeals, often resulting in the desired decision. An example of the court's ruling is that: "extending the scope of property location to the regional or domestic market is only acceptable in exceptional cases" -the Ruling of SAC OSK/586/10 of 18.02.2011, in which the Court dismissed the cassation appeal on, inter alia, the grounds that the appraisal process should not include regional market real estate in the comparison (which in this case was 15 km away from the appraised property). It seems that this is in conflict with the economic fundamentals of appraisal, since market value as an economic category is shaped by the market and it is the market which should indicate the scope of the area of transactions under investigation. In literature (The Appraisal of Real Estate, 2001) , no clear limitations of notions such as a "local" or "regional" market were found, though it is indicated that the area out of which the expert selects comparative transactions depends on the kind of property. As an example, sometimes even when possessing data from a neighboring market to appraise a given property, experts should take a wider market into consideration, which would allow them to place the appraised property in a wider market context. Doubts as to the correctness of legal guidelines in terms of area selection for market research were the motivation behind posing the research thesis.
Buyers' preferences and market area selection
Establishing market value is an attempt at objectifying the market (KUCHARSKA-STASIAK, 2011), which involves the gathering of relevant market information about similar properties, named in the Home Office (2005) and competitive against the appraised, that are not random, but similar in type, size, purpose, and especially location. Objectification of the market means that the diagnosis should be conducted by studying the preferences of buyers, because if the market (here: the buyer's market) reacts to certain factors by the amount paid for the property, the appraiser, as far as the market is concerned, is also obliged to take them into account in the appraisal process.
KUCHARSKA-STASIAK (2011) indicates that if the appraisal requires any data needed to understand, simulate and quantify the market participants' way of thinking, the utilization of market surveys, understood as formal research methods, should be a key source of information, especially market information. In their publications, ŹRÓBEK and BEŁEJ (2000), PRYSTUPA (2001), and GAWRON (2012) referred to the subject of applying qualitative techniques in comparative studies in the appraisal process. Qualitative research facilitates getting closer to the natural, real world of test subjects, hence its results are not representative for a wider population and one cannot run statistical inference based on it (NIKODEMSKA-WOŁOWIK 1999). In the case of appraisal, qualitative research is usually carried out on smaller samples of consumers or buyers, since market and property prices for the majority of its segments are of a local rather than universal nature (Prystupa 2001) . A discussion on the need to introduce data based on the preferences and convictions of conscious market participants into the appraisal process was held by ALLEN and AUSTIN (2001) .
In the context of the posed research thesis, research was carried out on buyers' preferences in relation to the suburban area of the city of Bydgoszcz in order to determine whether buyers find it important to take into consideration the administrative city, commune, and county boundaries and hence, whether the market area assumed in the report by the appraiser should include these boundaries.
To this end, research questionnaires were prepared and then sent out to entities dealing with the real estate market. It was deemed justified to direct questions to a group of respondents who deal with potential buyers on a daily basis, since the opinion of those operating on or entering the market is more valuable than that of those who never sold or bought any property and are not at all interested in real estate. Answers from fifty respondents were collected and an extract from the questionnaire together with the answers can be found below. Source: own study.
The above research indicates that: 1) the suburban area, being strongly related to the city (the agglomeration center) is considered by buyers of housing properties -86% of the respondents indicated such a possibility; 2) not all communes of Bydgoszcz county are considered a suburban area by real estate market participants -68% of the respondents feel otherwise; 3) 94% of the respondents selected villages that are known to be similar in terms of the attractiveness of their location to those that are situated in Bydgoszcz housing districts; the top five villages have been listed according to the highest number of positive answers and are as follows: Niemcz -80%, Osielsko -80%, Białe Błota -70%, Myślęcinek -56%, Łochowo -50%; 4) 38% of the respondents believe that property prices in the chosen villages are at a similar level to those in the districts of Bydgoszcz, with 52% believing otherwise; 10% of the people surveyed www.versita.com/remv vol. 21, no, 3, 2013
could not specify their opinion. Such a variation of responses can mean that the market is unclear and unstable; 5) In reference to the attractiveness of the location of properties in particular communes, 80% of the respondents said that they weren't willing to pay a similar price for the same property, regardless of its location in the commune area; this means that the real estate market within the commune boundaries is diverse and cannot be treated as homogenous. From earlier research on the attractiveness of land in some communes of the suburban zones of Bydgoszcz, we can conclude that prices of building allotments in the villages of Osielsko and Niemcz (Osielsko commune, Bydgoszcz county), which neighbor Bydgoszcz and are situated close to the city center, reach considerably higher levels than those of real estate located on the premises of the actual commune .
Similar tendencies on the suburban real estate market were presented by GAWRON (2012) for the Poznań agglomeration. According to the author, in most cases, the value of construction sites is dependent on their location, and because most potential buyers in search of construction sites which are to be inhabited by single families assume that they will keep working within the city, a decisive feature of the property is the commuting time, i.e., the distance and the widely understood availability of transportation. Research by GAWRON (2012) on the Poznań agglomeration shows that the prices of construction sites were clearly diversified (10-1,000 PLN/m2), with the most expensive and attractive construction sites situated in the immediate vicinity of Poznań.
Research on the suburban zone of Olsztyn (WOLNY, ŹRÓBEK, 2012) shows that the biggest intensity of use can be observed in areas situated nearest to the city, whereas the farther away from its boundaries, the smaller the intensity of use, which drops gradually to levels observed in rural areas. The value of single properties increases together with the transformation of areas, and the price of allotments depends, to a large extent, on the location factor -the distance from the city center and the availability of transportation. The farther away from the city the properties are situated, the less attractive and valuable they are to investors.
The conducted research and deliberations show that villages/village councils with are clearly preferential in terms of location, similarly to and sometimes even to a higher extent than districts of a city which constitutes the agglomeration center, can be singled out in the suburban zone. This leads us to the conclusion that, for the needs of the appraisal of properties located in suburban zones, one cannot limit the research area of the market to the administrative boundaries of a commune or county, as a local market (even if transactions are present). It should be extended to include similar urban districts which, according to the author, can create a local market. This should not be treated as a violation the law, but rather as searching for the most accurate reflection of the market. The presented research on buyers' preferences confirms the thesis that the boundaries of the effects of the real estate market do not match the administrative borders of cities, communes and counties.
Example of land appraisal based on data sourced from various market areas
When attempting to answer the question of what effects do the legal interpretations of "local" and "regional" have on the appraisal process, a case study was carried out. It involved the appraisal of land situated in the suburban area of the city of Bydgoszcz, more specifically in the village of Niemcz, in Osielsko commune, which was to be used as a road. The data used in the appraisal came from: 1) the local market, encompassing the premises within the administrative boundaries of Osielsko commune, 2) the regional market, encompassing a part of the premises of Osielsko commune (Bydgoszcz county) and the neighboring premises of the city of Bydgoszcz (Bydgoszcz City county). The subject of the appraisal was an allotment (X) with the land capacity of 2,300 m 2 , as part of a property destined to be turned into a public commune road -Słowackiego street in Niemcz. Allotment X was shaped like a regular polygon, similar to a rectangle, and was situated on flat land. The premises from which the allotment X was selected were equipped with all utilities. The property was the subject of property rights and the appraisal was done in order to specify the amount of compensation for the allotment designated to become a public road, as a part of a property which was divided following an application put in by the owner and which, under law, became the possession of the commune on the day that the decision approving the division was finalized. Market value was specified in accordance with the condition of the property on the day the decision was issued, with the www.versita.com/remv vol. 21, no. 3, 2013 level of prices established on the day the appraisal report was drafted, i.e., 20.05.2011.
In order to carry out the appraisal, the first subject of analyses were properties which were the subject of property rights, acquired for public use, i.e., for the construction or expansion of roads. In the investigated segment of the market, there were several "road transactions" on the premises of Osielsko commune in the years 2009 -2011. The number of transactions involving roads has, however, been decreasing from year to year, since today, allotments are acquired in accordance with the Act of 10 April 2003, which specifies special conditions of preparing and realizing investments concerning public roads, thus with compensation and not under civil-legal contracts. A list of road transactions with allotments designated for roads in site plans, registered on the premises of Osielsko County during the analyzed study period, is featured in table 2. It contains a total of 11 transactions, with prices ranging from 69 PLN/m 2 -86.47 PLN/m 2 . Prices from the premises of Niemcz village were not taken into consideration.
Next in the investigation of the road market, in order to present its wider picture and base the analyses on property prices comparable in terms of their location (not only from the Maksymilianowo and Osielsk area), the prices of road allotments situated in the northern parts of Bydgoszcz, in the immediate vicinity of Osielsko commune borders or situated in the near neighborhood -up to 10 km away from the commune, are featured in table 2. A similar distance between these allotments and the agglomeration center, commuting time, public transport system and nature of the surroundings results in a similarity of properties in districts of Bydgoszcz such as Fordon-Eskulapa or Myślęcinek (a district of the same name is also found in the village of Osielsko) to the appraised allotments, which indicates a possibility of including them in the analysis.
When examining buyers' preferences, the fact that 80% of the questioned respondents pointed out the similarity between the markets of Niemcz village in Osielsko commune and Bydgoszcz districts is also justified. Although the survey concerned identifying preferences in a segment of residential real estate, the appraised land designated to become a road was, in fact, situated in a residential zone and undoubtedly, the neighboring premises have an influence on its value and contribute to the location attractiveness of a given place.
The prices of land for roads in the neighboring districts of Bydgoszcz ranged from 85.45 PLN/m 2 to 123.73 PLN/m 2 . NO. 9 -MAKSYMILIANOWO, allotment land with a surface of 70m 2 , unit price C j = 77.67 PLN/m 2 . NO. 10 -OSIELSKO, allotment land with a surface of 430m 2 , unit price C j = 86.33 PLN/m 2 . NO. 11 -OSIELSKO, allotment land with a surface of 2,344m 2 , unit price C j = 86.47 PLN/m 2 .
It should be emphasized that no transactions were noted in the Niemcz village and only two in Osielsk; this fact was included in the analysis. The market for this segment is thus, largely limited and it was difficult to find any pieces of real estate which were similar to each other in terms of both, location as well as size. Consequently, it was decided that the third piece of real estate in question, coming from Maksymilianów, will be characterized by the most current transaction date.
Taking into consideration the features of real estate such as: its general location and neighboring areas, the availability of utilities in the surrounding areas, the surface area of the land, and the organizational assets of the land, an assessment of the features of allotment X as a part of the real estate was made and a comparative analysis of the allotment in question was carried out in comparable pairs (X-9, X-10, X-11). The unit value of the land was specified at: Wj = 86.40 PLN/m 2 . The market value of allotment X with a surface area of 2,300 m 2 in variant I amounted to:
WR ( Properties no. 10 and 11 were selected just like in variant 1, however, the third property, no. 18, was chosen based on the fact that it was the most similar to the appraised one in terms of its location out of all the properties listed in table 2 (merely 2 km away from the appraised property, with the same main access road); moreover, it was also in the same neighborhood and possessed the same utilities. The only thing that was different was the surface area.
Taking into consideration real property features such as: its general location and neighboring areas, the availability of utilities in the surrounding areas, the surface area of the land, and the organizational assets of the land, an assessment of the features of allotment X as part of the real estate was made and a comparative analysis of the allotment in question was carried out in comparable pairs (X-18, X-10, X-11). The unit value of the land was specified at: Wj = 97.56 PLN/m 2 . The market value of allotment X with the surface area of 2,300 m2 in variant II amounted to: WR (II) = 97.56 PLN/m 2 x 2,300m 2 = 224.388 PLN
Analysis of acquired results
In the analyzed case, considering a different area of the market as the basis for the appraisal of land in the comparative approach triggered a change in its value by 25.668 PLN, that is by approximately 13%. The number of compared transactions and information on the features of similar real estate properties were actual market proofs that occurred during the examination of prices, and no others were noted. They concerned the "roads" market, which is often limited and unclear, which required the scope of its research area to be extended.
In variant I, the surface area of the land was selected in accordance with provisions included in judicature and encompassed the local market -the Osielsko commune premises.
In variant II, the market research area was extended to include locations which neighbored Osielsko commune but administratively belonged to Bydgoszcz; in other words, when referring back to the nomenclature and judicature, the basis for the appraisal was the regional market, since the data came from various counties (Bydgoszcz county and Bydgoszcz City county).
Because legal conditioning primarily points to the necessity of basing the appraisal process on data from the local market, the value of W(I) = 198.720 PLN specified in variant I seems to be the most accurate from the legal point of view. On the other hand, the value specified in variant II, which is www.versita.com/remv vol. 21, no, 3, 2013 equal to 224.338 PLN, reflects the behavior of the real estate market participants and, therefore, stems from economic conditioning present on this market. The reason for the considered market area in variant II is the fact that the village of Niemcz is characterized by a higher degree of urbanization as compared to Maksymilianowo village (where no road transactions were noted), thus it was advisable to exclude the transactions from this market. It is worth noting that the land market in the villages of Osielsko and Niemcz has the highest level of prices as compared with the rest of the rural markets in Osielsko commune and, moreover, is comparable with Bydgoszcz. The above was confirmed by real estate buyers in a survey (compare answers to question 3 in the survey, Tab. 1). Therefore, taking transaction prices for the appraisal also from the Bydgoszcz area is justified.
As it was proven in the previous chapter, the real estate market is ruled differently and does not depend on the administrative boundaries of cities, communes, or counties. It is, therefore, necessary to point out that the market value which can constitute the basis for calculating the amount of compensation for land acquired for a public road is that of W(II) = 224.388 PLN.
Summary
The proper selection of an area for investigating a market in order to appraise the value of real estate is a key element of every appraisal. In Polish legislation dealing with the economics of real estate, notions such as "local market" and "regional market" remain undefined, leaving the issue at the discretion of the real estate appraiser which, according to the author, is correct and in accordance with mainstream appraisal procedures throughout the world. Court judicature in Poland has, however, developed some definitions of these notions, which has contributed to the increase of legal interference in the appraisal process, tightening the criteria of market selection and thus, in many cases, distorting the determined market value. Since it is unquestionable that market value is an economic category, it should stem from the market and account for the economic determinants of appraisal. That is why the selection of the research area should be determined on the basis of economic analysis. Research on buyers' preferences, which enables the research area to be diagnosed even in conditions of a limited market, i.e., one with a very small number of transactions, can be very helpful for such analyses. The issue concerning determining the scope of the area of the investigated market is particularly important and current, especially for the suburban zones of large cities, where structures characteristic of villages and cities overlap and it is hard to identify a clear urban or socioeconomic boundary between city and village, and consequently, demarcate between the economic potential of the real estate market. As shown in practice, many segments of real estate markets in individual communes that belong to urban agglomerations are poorly developed and it is highly unadvisable to limit them by legal interpretations. This can lead to the distortion of the market value of real estate and have further repercussions in establishing, for example, the amount of compensation, tax calculation and fees, etc. The case under investigation in this article was used to practically illustrate this problem, with research on preferences aimed at supplying proof that the impact of the real estate market extends beyond the administrative boundaries of cities, communes or counties.
The article hopes to raise awareness, not only of market players but also adjudicating bodies, that the mere selection of market information and knowledge of its behavior can provide clues as to the proper choice of the research area. This concept of "feeling the market" is an extremely important element of each appraisal (Real Estate Appraisal, 2000) and is carried out by a real estate appraiser in a valuation survey. 
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